DEPARTMENT OF HEALTH & HUMAN SERVICES
Centers for Medicare & Medicaid Services

7500 Security Boulevard, Mail Stop S2-14-26
Baltimore, Maryland 21244-1850 CENTERS for MEDICARE & MEDICAID SERVICES

Center for Medicaid and State Operations
Disabled and Elderly Health Programs Group
Division of Integrated Health Systems

March 1, 2004

Dennis Braddock, Secretary

Department of Social and Health Services
14" & Jefferson

P.O. Box 45010

Olympia, Washington 98504-5000

RE: WAO08.R04
Dear Mr. Braddock:

We are pleased to inform you that the Centers for Medicare & Medicaid Services (CMS) is
approving Washington’s request for renewal of the Integrated Community Mental Health
Program (WICMHP), authorized under 1915(b)(1), 1915(b)(3) and 1915(b)(4) of the Social
Security Act. CMS is approving the continuation of this waiver through March 31, 2004, and
approving the waiver renewal with an effective date of April 1, 2004, to coincide with quarterly
expenditure reporting requirements. As a result, the new waiver renewal period will begin
April 1, 2004, through March 31, 2006.

The decision to approve the renewal of this waiver is based on evidence submitted to CMS
demonstrating that the State’s proposal is consistent with the Medicaid program and will meet all
statutory and regulatory requirements for assuring beneficiaries’ access to care, quality services,
and will demonstrate waiver cost-effectiveness for section 1915(b) waiver programs.

To ensure compliance with applicable Federal rules, CMS will be conducting a financial audit of
this waiver in the upcoming year to determine whether any services have been or are being
provided to non-Medicaid eligibles with Medicaid funds and whether services not covered by
Medicaid have been or are being paid with Medicaid funds.

Please note that approval of this request is contingent upon the attached list of terms and
conditions. The State has 30 days from the date of this letter to respond in writing with a phase-
down plan for returning care under WICMHP to a fee-for-service (FFS) delivery system and
include a FFS payment schedule for services in this program, if they do not accept the terms and
conditions as set forth in the attachment.

If the State decides to request an additional renewal of this program, the renewal application
must be submitted by January 1, 2006, at least 90 days prior to the expiration date of this waiver
but no earlier than 120 days.
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We appreciate the State’s efforts in continuing this program and wish you much success
in the next waiver period. If you have any questions, please contact Mary Pat Farkas in
the CMS Central Office at 410-786-5731, or Carol Crimi in the CMS Seattle Regional
Office at 206-615-2515.

Sincerely,
Is/
Theresa A. Pratt
Director
Enclosure
cc:

Karl Brimner, Director, Mental Health Division
Carol Crimi, Seattle Regional Office

Karen O’Connor, Seattle Regional Office
Mary Pat Farkas, CMS Central Office



Washington State Integrated Community Mental Health Program
1915(b) Waiver Renewal

Terms and Conditions

This approval is subject to all the terms and conditions of the original waiver approval, including
the conditions listed below:

1.

3.

No later than April 1, 2004, the State must review the contract base year data and submit
detailed cost documentation on the expenditure amount for any service (including utilization)
not in the current State Plan, including all services provided in the Expanded Community
Services (ECS) Program.

The State must provide detailed base year data that supports cost effectiveness determination
and assures that rate-setting procedures currently under review exclude expenditures for
services to non-Medicaid eligibles. Future rates and future cost effectiveness data must be
based on CMS approved services and costs to Medicaid eligibles only. If CMS determines
otherwise, CMS will reduce the base year amount. No later than April 1, 2004, the State
must certify that the base year data and rate setting include only State Plan services for
Medicaid eligibles.

All future rate setting must be based on base year data developed from encounter data and
include only State Plan services for State Plan eligibles. Additionally, per 42 CFR
438.240(a)(2) and approval of this waiver, the State must contractually require RSNs to
conduct a Performance Improvement Project for improving encounter data, which must be
reviewed by the State’s EQRO annually using the CMS EQR protocols for Validating
Performance Improvement Projects and Validating Encounter Data. For the first year,
baseline encounter data must be reported by June 30, 2005. In subsequent years, the data
must be remeasured and reported to CMS Regional Office.

The State must establish a Community Reinvestment Fund, and the State must require that
any profits/savings under this waiver are deposited into the Fund. This account is to be used
for 1915(b)(3) services to support the development of community-based services for the
prevention, early intervention and treatment of mental illness for Medicaid beneficiaries
only. The Federal share of any funds from this account not used within one year of being
placed in the fund or upon contract expiration or termination must be returned to CMS. Prior
to the use and distribution of 1915(b)(3) funds, the State must submit documentation to CMS
and receive prior approval regarding the cost of the additional services to be provided to
enrollees. The savings may only be expended for the benefit of enrolled Medicaid
beneficiaries. The additional services to be provided under the waiver must be for medical or
health-related care, or other services as described in 42 CFR 440.



. Costs in Column I (Preprint Question F (b) on page 192) are under the Waiver but outside of
the contract. The State must report the cost in Column | on the CMS 64.9 waiver forms and
count these costs toward the State’s cost-effectiveness, beginning the quarter ending

June 30, 2004.

. The State must assure adequate funding for the 2-year renewal period and must competitively
procure an EQRO, which meets all regulatory requirements. In addition, the State must
submit quarterly progress reports of EQRO to the CMS Regional Office beginning the
quarter ending June 30, 2004. The State has 30 days to submit the quarterly progress reports,
the first of which must be submitted by July 31, 2004.

. The State must assure adequate funding for, and must ensure that all PIHPs and
subcontractors comply with the information requirements as specified in 42 CFR 438. In
addition, the State must submit semi-annual progress reports regarding the development and
distribution of information materials to the CMS Regional Office beginning the period
ending September 30, 2004. The State has 30 days to submit the progress reports, the first of
which must be submitted by October 31, 2004.

. The State’s proposed waiver amendment submitted on June 27, 2003, regarding compliance
with the new Medicaid Managed Care Regulation, is replaced by the approval of this renewal
application. In addition, the State must revise all contracts to reflect the changes of the
approved renewal application by April 1, 2004.



